The revenue provisions of the Ethiopian Constitution are striking on a number of levels. By and large, the revenue provisions do not evince conformity with what the theories of fiscal federalism generally prescribe in the area of assignment of revenue powers. In addition, the revenue provisions of the Ethiopian Constitution are more detailed than their counterparts elsewhere. And, the Ethiopian Constitution departs from the assignment formula set for expenditure powers and prescribes a special procedure for assignment of 'undesignated taxes'. These features of the Ethiopian Constitution raise a number of questions and concerns. This article uses the income tax assignment in the Ethiopian Constitution to highlight some of these questions and concerns. There is ample evidence to show that the assignment formula adopted by the Constitution, indeed its predecessor -the 1992 law -was motivated by the desire to divide the power of taxation over existing taxes in Ethiopia rather than to reinvent the wheel. However, there might be a tension between the formula the Constitution adopts to assign tax powers and the prescriptions of the theories of fiscal federalism. The article explores the implications of this assignment.
Introduction
The assignment of income tax powers is a good example of the specificity of the Ethiopian Constitution. What the revenue provisions of the Ethiopian Constitution did was to divide the different income tax sources into smaller slices and share them between the federal government and the regional governments. It is known that the existing income tax system in Ethiopia is based (as has always been) on sources of income rather than the individual taxpayer who earns the income. All that the revenue provisions did was take these sources of income as they were recognized at the time of the writing of the Constitution and divide them between the federal government and the regions.
This article asks whether such specificity is desirable in the long run and raises questions of whether the Constitution can withstand major economic changes with ramifications upon the income tax system. The article, for example, asks whether the Ethiopian Constitution is broadly consistent with the normative theories of fiscal federalism, and if not, what the possible implications are going to be. For that, this article starts with a brief overview of the normative theory of fiscal federalism. Then, the article deals with the income tax assignment approach of the Ethiopian Constitution and forwards some theories about its inspiration -the scheduler orientation of Ethiopian tax being one of them. It also deals briefly with the practice of income tax law making (both at the federal level and the regions) and what that means or says about federal-state fiscal relations in Ethiopia. The major theme of this article will be the implications or concerns of revenue assignment under the Ethiopian Constitution from an income tax point of view. And finally, the article ends with some concluding remarks.
Theories of Fiscal Federalism In Income Tax Assignment
Few countries pursue the course of decentralization on grounds of its perceived economic efficiency or equity. Political, social, cultural or historical forces are likely to dominate the discourse of decentralization at the formative stage of its evolution and development. 3 Nonetheless, some economists have sought to justify decentralization on economic grounds. One advantage of decentralization is that it accommodates diverse needs and preferences of citizens. Since the benefit incidence of certain public goods is spatially limited, decentralization permits provision of these goods consistent with the various preferences of persons and communities. 4 Related to this, it is argued that individuals attain greater freedom and responsibility when public goods are provided in a 3 Richard A. Musgrave decentralized fashion. 5 Besides, decentralized decision-making approximates those of the market more closely than those of centralized provision because it allows for closer popular control over the provision of public goods. 6 And lastly, economists believe that decentralization encourages experimentation and innovation in the provision of public goods. 7 The normative theories of fiscal federalism start from the premise that tax powers (besides being a means of generating revenues for government) are also instruments of expenditure powers. Hence, a logical point to start is to identify the expenditure powers of the federal government vis-à-vis the states, and to allocate taxes that are instruments of these powers to the layer or level of government possessing those expenditure powers. 8 That is why assignment of expenditure powers should precede the assignment of tax powers, for otherwise there is a danger of misallocation of tax powers to a layer that is not invested with corresponding expenditure powers.
In the realm of expenditure assignment, economists use the classification of the economic functions of a state first developed by Richard Musgrave, which views the role of a state as one of 'allocation', 'distribution' and 'stabilization'.
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Without inviting much distraction from the main points, it may be in order to define 'allocation', 'distribution' and 'stabilization' functions. Richard and Peggy Musgrave describe the allocation function as 'the process by which total resource use is divided between private and social goods and by which the mix of social goods is chosen'. 10 Social goods (popularly known as public goods) are those goods which exhibit certain characteristics for which the market mechanism is unsuitable.
11 National defense is a classic example of these goods. of transfer of income and wealth from the high income to low income households. 12 And stabilization function has the objective of maintaining high employment, reasonable degree of price level stability (in other words, fighting inflation) and an appropriate level of economic growth. 13 Again taxes enter the picture as fiscal instruments to achieve any or all of the above objectives.
14 There are disagreements among economists and politicians over how much (and sometimes if) governments are in a position to deal with these issues. Once the issues are settled, however, taxation is definitely one of the most prominent instruments for achieving these economic and political objectives.
Economists generally believe that the allocation function of the public sector is subject to wider decentralization to lower levels of government while the other two (distribution and stabilization) functions are beneficially reserved to the central/federal government. 15 In the division of allocation functions of government, one principle that is frequently invoked is the 'subsidiarity principle', which supports assignment to the lowest order of government (or the government closest to the people) unless there are compelling arguments for assignment to the higher orders of government. 16 The principle of 'subsidiarity' is also supported on grounds of efficiency. Efficiency demands that the jurisdiction that has control over the minimum geographic area capable of internalizing the benefits as well as costs should be charged with the responsibility of providing the service. 17 Local and state governments are the primary candidates for the provision of most public goods on grounds of efficiency. Local and state governments understand the concern of local residents better; they are more responsive to the people for whom the services are intended; and unnecessary layers of jurisdiction (in other words bureaucracies) are eliminated and competition and innovations are enhanced when local and regional jurisdictions assume the provision of public goods.
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Only public goods for which compelling cases can made for national provision should be retained by the federal government. The compelling grounds are the existence of substantial externalities or economies of scale and countervailing 12 The distribution function may be achieved through progressive taxes combined with subsidies of low income households or financing of public services catering primarily for low income households (e.g. subsidized low income housing), administrative and compliance costs. 19 With the exception of national public goods like national defense, many other public services can be decentralized to the states and local governments.
The literature on fiscal federalism has a contrary advice with respect to the assignment of both distribution and stabilization functions. The reason in both cases is the fear of leakage that might result from disparate regional and/or local policies of distribution and stabilization. 20 In the area of distribution, for example, no regional or local government could be effective in its distributive goals if other regions move in an opposite direction. 21 Similarly, no regional and/or local government can be effective in stabilizing its economy when its efforts can be readily undermined through leakage resulting from the contradictory activities of other regions or localities.
The theories of fiscal federalism in the areas of revenue assignment are not of peremptory nature. Federal systems will do well to heed these normative theories, but departures from them are tolerated, and indeed many federal systems do not strictly adhere to these theories. That is why we observe divergent approaches of revenue assignment in different federal systems, which goes to show that fiscal federalism is not just about economics. In any case, based largely on the expenditure assignments in federal systems, the normative theories of fiscal federalism suggest the following criteria in the assignment of revenue powers: 26 The schedular approach of income taxation, still in use in some countries including Ethiopia, segments income by sources. Each schedule of the income tax has its own rules of computation of gross income, taxable income, tax rates, and methods of
Countries with global system of income taxation tend to allocate income taxes to the federal government while those with schedular system of income taxation tend to share income taxes between the federal government and states. 27 The Ethiopian Constitution of 1995 seems to follow a set formula in allocating income tax powers between the federal government and the regional governments. With respect to employment income taxes (i.e., taxes on wages and emoluments), 28 the Constitution allocates them on the basis of the identity of the employer. If the employer is the federal government or an international organization, the federal government exercises an exclusive power of taxation of employment income. 29 If an employer is anyone other than these two (that includes regional governments, private enterprises and non-governmental organizations), the power to impose tax on employment income belongs to the regional governments. 30 Incidentally, some have argued that employment income taxes are assigned to the regional governments on grounds of the benefits employees receive from regional governments. 31 If employment assessment. In contrast global income tax systems aggregate the income of a person from 'all' sources and apply the tax rate on the whole. In reality, there are no pure global systems of income taxation. 31 Solomon, for example, writes that the allocation of personal income taxes to the regional governments is justified because these taxes, according to him, finance local public goods and services; see Solomon Nigussie, supra note 25, p. 128.
income taxes are cast as 'benefit taxes', it may be justified to assign these taxes to the regional governments, but that is not the reason. 32 Employment income taxes are assigned on the basis of the identity of the employers, rather than the residence of the employees. It is difficult to see how the benefits employees receive can be gleaned from the identity of the employers. If benefits were the reason why employees are subject to regional tax powers, employees of the federal government and international organizations working and residing in the regions should also also pay these taxes to the respective regional governments of which they are residents.
The formulaic allocation of income taxes extends to other sources of income subject to tax in Ethiopia. Income tax on business profits is allocated on the basis of ownership of the business or the legal form of business organization. The federal government is given exclusive power of taxation of profits generated by government enterprises owned by the federal government. 33 The regional governments hold exclusive power of taxation over government enterprises owned by the regional governments and private sole-proprietorship businesses. 34 The regional governments also hold an exclusive power of taxation of income from agricultural activities, as long as the income is derived by private farmers and cooperative societies. 35 The Constitution assigns taxation of corporate income as well as income of shareholders concurrently to the federal government and the regional governments. 36 The other source of income tax which undergoes a similar formula of 'slicing the pie' is rental income tax. This source of income is divided by the Constitution between the federal government and regional governments based 32 See Richard and Peggy Musgrave, supra note 3, p. 454. The distinction between benefit-based taxes and general purpose taxes is a matter of degree rather than of substance. In principle, all taxes must be based on the benefits derived from public services. But specific benefits need not be (and in some cases cannot be) proved for taxes to become general obligations on individual taxpayers. Unlike in the general purpose taxes, however, there is a strong link between the taxes and the benefits taxpayers receive in the case of benefit-based taxes. Excise taxes on petroleum, for example, are justified by the benefits road users derive from the construction and maintenance of roads. These taxes are not general purpose taxes. Their burdens fall on road users only. Similarly, income taxes may be used particularly at the local government level to impose the burden of local government services on residents of the locality only. Residence becomes an indirect identifier of the beneficiaries of local government services. 33 These are profit-making enterprises; Constitution, supra note 29, Article 96(3). 34 Ibid, Article 97(4) & (7). 35 Ibid, Article 97(3). 36 Ibid, Article 98(2). on the identity of the 'lessor' or 'landlord'. If the lessor is the federal government (in other words, if the federal government owns the building leased), the Federal Government has an exclusive power of taxation over that source of income. 37 The power to impose tax on rental income derived from any other property (this includes all regional government owned properties and privately-owned properties) is exclusively given to the regional governments. 38 As can be readily observed, the Ethiopian Constitution goes to great lengths in listing the tax powers of both the federal government and the regional governments in a language as concrete as can be imagined. But if Article 99 were any evidence, there was no intention to exhaust all the tax powers, much less the income tax powers. Those taxes which are not expressly stated in Articles 96, 97 and 98 are regarded as 'undesignated' and should undergo allocation by the 2/3rds majority vote of the two Houses. 39 In providing for this special procedure to settle the locus of 'undesignated taxes', the Constitution departs form the principle of 'residuality', which is followed in the area of expenditure assignment. 40 It is now more than fifteen years since the Constitution was approved. Since the approval of the Constitution in 1995, the Joint Houses met and voted to allocate certain income taxes which were undesignated by the Constitution. 41 The Joint Houses designated income taxes on royalties derived by enterprises as 'concurrent' taxes and royalties derived by individuals as 'regional' taxes.
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There are still many more undesignated and yet to be discovered income tax sources awaiting determination of the two Houses.
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In thinking about the Ethiopian Constitution, we may wonder as to what could have motivated the framers of the Constitution to divide income tax powers (indeed all tax powers) in such a particular and specific manner. In attempting answers to this question, we may postulate four different hypotheses: (i)
The general normative theories of fiscal federalism as developed mainly by economists; (ii)
The comparative experience of other federal systems; (iii)
The division of revenues during the Transition Period (1992-1995) ; or (iv)
The schedular feature of Ethiopian income tax system on the ground.
We may dismiss the first hypothesis (the normative theory of fiscal federalism) as the most improbable, for we quickly notice what little resemblance there is between what the normative theory prescribes and how the Ethiopian constitution divides tax powers. The normative theories of fiscal federalism generally favor assignment of income taxes to the federal government, which is clearly not the case for the Ethiopian Constitution. Besides the normative theories of fiscal federalism seldom get into as many details as the Ethiopian Constitution does. It is unlikely that the framers had the normative theories of fiscal federalism in mind in writing the revenue provisions of the Constitution.
Comparative experience also has little influence over the revenue provisions of the Ethiopian Constitution except perhaps in shaping the provisions of the law that preceded the Ethiopian Constitution -Proclamation No. 33/1992-in regulating division of revenues in the Ethiopian federal system. The details of the Ethiopian Constitution in this regard are almost unprecedented. No Constitution to my knowledge goes to as much detail as the Ethiopian Constitution in allocating tax powers between the two layers of the federation. The Indian Constitution is fairly detailed on matters of tax power sharing, but not even the Indian Constitution comes close to the Ethiopian Constitution.
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That leaves us with the two hypotheses left. There is reason to believe that the 1992 law and the schedular design of the Ethiopian income tax system had something to do with shaping the revenue provisions of the Ethiopian Constitution. The 1992 law regulated the division of revenues during the Transition Period and the political forces that dominated during the transition period were also the forces that shaped the writing of the Constitution. A cursory comparison of the 1992 law with the Constitution's revenue provisions cannot pass without noticing the striking resemblance between the two laws. To be sure, there are minor differences of language, but their similarity is striking overall. The categories of revenues are similar; the types of taxes that are categorized as federal, state or concurrent are also similar. 45 The details are also strikingly similar, if not downright identical. There is one area where the 1992 law clearly had an upper hand over the Constitution -it has more rules about revenue sharing than does the Constitution, obviously because the 1992 law dealt with revenue sharing and revenue sharing only, whereas the Constitution, like any constitution, deals with many matters other than just revenue sharing.
The 1992 law is abrogated by the Constitution, but it has thrown many a light over matters that were left unsaid or said ambiguously by the Constitution (although this is not publicly acknowledged). For instance, the Constitution says nothing about the levying and collection of concurrent taxes but the 1992 law has a clear provision on this which states that concurrent taxes are fixed and collected by the central (federal) government and then shared with the regions on the basis of derivation. 46 When the Joint Houses determined the formula of sharing revenues from concurrent sources, their decision went the way of the procedures laid down in the 1992 law. This is more than mere coincidence. The 1992 law is the voice behind the silences and ambiguities of the 1995 Constitution.
We may trace the Constitution's revenue provisions to the 1992 law, but to what do we trace the 1992 law itself? This takes us to the design of the income tax system of Ethiopia -the fourth hypothesis. In reading the revenue provisions of the Constitution, one cannot but be struck by the conservative approach of the framers of the Constitution. We quickly realize that they did not set out to 'reinvent the wheel' but to allocate existing taxes on the basis of simple indicators like the identity of employers, lessors or the form of business organizations. It is instructive to note that neither the 1992 law nor the 1995 Constitution occasioned a reform of the tax system to bring into conformity with the division of revenues, because both laws required division of existing taxes rather than reorganizing the tax system on the ground. No major income tax reform occurred until seven years after the Constitution, and the major income tax reforms of 2002 do not seem to have been motivated by the Constitution but by factors that had little to do with the federal arrangement.
It is difficult to imagine the division of revenues like that of the Ethiopian Constitution without the schedular income tax system on the ground. Since the revenue provisions divide revenues from existing taxes, they were more specific and more particular than the schedules of the income tax -that could not have 45 been avoided unless the sharing was based strictly on the existing schedules. If we scrutinize the revenue provisions of the Constitution closely, we realize that these provisions make reference to the existing income tax sources like employment, business, lease and agriculture to allocate tax powers over those to either or both layers of the federation. We can assign schedules to each of these sources mentioned in the Constitution or trace them to some of the autonomous income tax laws of Ethiopia, like the agricultural income tax laws and the mining income tax law. Those who worked out the assignment formulas of the Constitution most likely had a copy of the existing taxes of Ethiopia at the time and simply decided to allocate the taxes on criteria that seemed to them could be executed without a hitch on the ground.
Income Tax Lawmaking in Practice
For many years after the passing of the Constitution, the regional governments simply used the federal tax laws as source of authority to levy and collect regional taxes, including income taxes. 47 The turnover tax law, for example, is a federal tax law, but the tax is collected mostly by the regional governments. Some have wondered if this practice had any constitutional basis, but since taxpayers mounted no challenge, the practice has so far attracted little attention. 48 The one area of taxation powers where the regional governments have shown some legislative muscle is in the agricultural income taxes, presumably because these taxes are the exclusive preserve of the regions. 49 In recent times, however, some regional governments have managed to pass their own income 47 tax laws -probably upon realizing that they could no longer invoke federal tax laws to levy and collect regional income taxes.
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However, before we find fault with the practice of tax law-making in the regions, we must remember that the Federal tax law making process is not entirely innocent. When the Federal Government issued the current income tax law in 2002, it was barely aware of the niceties of the federal system -if the content of the 2002 income tax law is anything to go by. The 2002 income tax law covers not just federal income tax bases, but also state tax bases, and undesignated tax bases. The best illustration of this tax law's overreach is to compare the 2002 income tax law with the income tax laws of Ethiopia back in the days when Ethiopia was a unitary state. 51 There is surprisingly no difference between the two tax regimes in terms of income tax bases upon which tax was to be levied.
Another way is to compare the tax bases mentioned as subject to income tax under the 2002 tax law with the tax bases that are assigned exclusively to the regional governments and those that were 'undesignated' in the Constitution. Of the tax bases given to regional states under the Constitution, we may mention taxation of small businesses (called category C taxpayers). These taxpayers are subjects of regional state jurisdiction (unless they are organized as companies) by virtue of Article 97(4) of the Constitution. 52 The income tax law of 2002 has detailed provisions on the assessment of the income and taxation thereof of small businesses. A presumptive assessment method (known as 'standard assessment') has been instituted for small businesses, with standard assessment tables for all types of small businesses attached to the 2002 income tax law.
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Of the undesignated taxes (at least undesignated in 2002), we may cite examples of taxes on royalties from patents and copyrights, taxes on interest accruing on bank deposits, and tax on transfer of capital. 54 income tax law came out with little consciousness of the federal structure and division of powers, the regions simply relied upon this ostensibly federal tax law to levy and collect regional income taxes. 55 It is only later that some of the regions even moved to issue their own tax laws. But the regions did not really issue their own tax laws if by issuing tax laws one implies a self-conscious, selfdirected, deliberate process of law making. All of the regions that have issued their own laws have taken the federal tax law of 2002 as a model.. 56 The regional income tax laws are not just eerily similar to the federal tax law; the regions have not even bothered to sift out provisions that are clearly inappropriate from the vantage of regional income tax jurisdiction. For example, we find the same article (number as well as content) referring to a provision that is clearly not a regional income tax jurisdiction -dividend tax. 
Possible Problems and Challenges Ahead
A federal system of government by definition involves decision-making at multiple levels of government. While this decision-making process is more amenable to participatory government and rigorous procedures to reach a consensus, it can lead to gridlocks if different levels of government entertain divergent positions on reform in one or another direction. 58 Divergent positions are to be expected from time to time between the federal government and the states. In contrast, in unitary governments, since decision-making at least in theory is made by the center and local governments have little autonomy of their own, we can expect reforms to go through more quickly than in federal systems. 59 One possible problem that might arise from the assignment formula adopted in the Ethiopian Constitution is in the prospect of transforming the income tax system of Ethiopia. Suppose the federal government is convinced that the 55 In defense of the federal government, some may argue that the Federal Government has the duty to nurse a nascent federal system by writing a 'common tax legislation,' from which the regional governments may take what they want. But the Federal Government could have followed less paternalistic approaches to assist the regional governments in this regard: like writing a non-binding model regional tax law. 56 Even the preamble of the federal income tax law is used verbatim. 57 income tax system should be global. 60 Because of the modality of assignment adopted in the Ethiopian Constitution, this type of reform will require not just reforming the tax system at the federal level but also the income tax systems of the regional governments. The federal government alone cannot succeed in transforming the income tax system from one that is schedular to a global income tax system. It requires the consent of all regions, which is usually difficult to obtain, if the regions exercise substantial autonomy in judgment. The only course of action open to the federal government is to seek constitutional amendment to push through that sort of tax reform. What would it take for a constitutional amendment to succeed, whatever is on the table? A constitutional amendment of this kind requires a 2/3rds majority vote in favor of the proposal by the joint Houses of Peoples' Representatives and of the Federation and a vote by a majority in favor of the proposal by 2/3rds of the regional councils.
61 Each of these requirements is a tremendous hurdle. We must remember that not all proposals for constitutional amendment are equal. Some amendments are so procedural and formal that they are guaranteed to slide through the hurdles very easily. Others are so radical that their chances of getting through these hurdles are very slim. Tax reform, particularly the one sought above, is of the latter type.
We must anticipate a great deal of resistance from the regional governments in particular. If the tax system were to become global, what would happen to regional tax powers? Would the tax reform lead to erosion and weakening of regional tax sources? These are some of the fears the regional governments would express and take actions to forestall. The fear that the tax reform might lead to the federal government taking over the tax powers reserved to the regions is enough to decide the results against the proposal. The regions wield substantial power over the course of constitutional amendments and they are going to use them if they perceive that the amendment (even if a minor one) affects their vested interests. As a result, many a sound proposal will be stymied for lack of support or enthusiasm for it at the regional level.
In rejoinder to this fear, the 2002 tax reforms may be held up as evidence that reform was possible after all. Seven years after the passing of the Constitution, the Federal Government of Ethiopia successfully carried out a major income tax reform without having to go through the rigmaroles of constitutional amendments. called 'major' changes in the income tax system of Ethiopia. 62 If tax reform of that magnitude succeeded seven years after the Constitution, we may ask, why not in the future?
We must realize that the 2002 tax reforms occurred in an extremely auspicious political environment. They occurred at a time when both the federal government and the regional governments were controlled by a single party. 63 The ruling party is known for enforcing strict party discipline on its member organizations as well as affiliates. 64 The delicate balance of 'enforced consensus' is held together for the moment by the ruling party's system of party discipline. If and when opposition groups take control of either the federal bodies or one or two of the regions, the balance may not hold. If that happens through constitutional means (i.e., through free and fair elections), fierce battles will be fought over any serious proposal for an amendment of the Constitutionwithout which a tax reform of any magnitude is unlikely to succeed.
The other challenge and concern surrounding the division of revenues under the Ethiopian Constitution is whether it leaves the Federal Government with sufficient fiscal powers to achieve desirable fiscal policies of stabilization and distribution (For comparison of the assignment of revenues under the theories of fiscal federalism and under the Ethiopian Constitution, see Table 2 below). Taxation is an important instrument of fiscal policy, and if the latter were to become effective, the federal government should wield sufficient powers of taxation to achieve desirable economic policies. 65 The extent to which any government can effect desirable changes in tax rates and bases depends upon that government's control over tax rates and tax bases for the purposes of implementing its fiscal policy as well distribution of income and wealth. The division of revenues adopted in the Constitution is not conducive to the attainment of optimal stabilization and distribution policy by the federal government. In the assignment of expenditure powers, the Ethiopian Constitution is broadly consistent with the theories of fiscal federalism -at least in the assignment of stabilization and redistribution powers. 67 In the assignment of tax powers, however, it did not seem like this was taken into account-which may raise fears of countercyclical policies at the regional level. The Constitution may have followed some simple indicators for division of revenues between the two layers of Ethiopian federation, but in so doing it may have opened itself to some problems.
Let's take some examples to illustrate our point. Assume that the Ethiopian economy has experienced a rise in prices, raising fears of inflation. In that situation, the theory recommends that the federal government should raise tax rates to reduce aggregate demand. 68 This kind of policy can be effective only if the federal government has the constitutional power to raise tax rates that affect all households and businesses, at least a substantial number of households and business to have traction. Under the current division of revenue powers, there are many households and businesses outside federal control. In the area of income taxes, the federal government has no control over employees of regional governments and private enterprises, the profits of sole proprietor businesses (whose size and number can only increase in the future) and more importantly, farmers. What if the regions were reluctant to go along with the ideas of raising taxes?
The same fears can be expressed over the capacity of the federal government to implement appropriate distribution policy, if need be through the instrumentality of taxes. There is a large swath of taxpayers out there who are not subject to federal tax powers. Can the federal government be effective in its distribution policies when these taxpayers are not directly affected by its tax policies? Can the federal government impose progressive income taxes with a view to redistributing income and wealth? It is doubtful. capacity to reach significant numbers of taxpayers although the same taxpayers may be subject to state and/or local income tax jurisdiction. In Ethiopia, that is not really the case. The federal government cannot, through the income taxes, reach farmers, cooperatives, businesses organized as sole proprietorships, employees of state governments and employees of private enterprises. With these taxpayers beyond the reach of the federal income tax system, can the federal government be effective in its stabilizing and distributive role? It is once again very doubtful. 70 Both stabilization and distribution are not matters of immediate concern in Ethiopia, however, for at least two reasons. First, interpersonal distribution of income and wealth is not an important policy in Ethiopia because of the level of the country's economic development. In the future, as the economy grows, it may become an important agenda of the federal government. Secondly, there have not been divergent regional tax policies so far-the reasons of which have been alluded to above. There is a rule in the Federal Financial Administration Law 71 which enjoins regions to harmonize their tax policies and systems with that of the federal government. It is not certain if the federal government can invoke this law as binding upon the regions because it is not after all the Constitution. So far, the regional governments are moving in perfect sync with the federal government. As far as the Constitution is concerned, there is no reason why regional governments cannot adopt a counter-federal tax policy. That can create problems down the line in the areas of stabilization of the economy and distribution of income and wealth.
Concluding Remarks
The revenue provisions of the Ethiopian Constitution are marked by their unusual specificity. It is surmised that the existing taxes at the time of the writing of the Constitution provided the drafters with the material from which the assignment was undertaken. The schedular approach of the Ethiopian income tax system, for example, had something to do with the way the Constitution divided revenue powers over income taxes in Ethiopia. The specificity of the Constitution is both good and bad. It is good because little is left for interpretation. The great details of the Constitution have this advantage: 70 Since the Constitution follows similar approaches with respect to other taxes (notably sales taxes), our doubts may even increase as we add more taxes into the mix. in most cases it is clear which layer of government has what tax powers. That does not mean that there will be no disputes, but the disputes that can possibly arise in this regard have been considerably reduced owing to the specificity of the Constitution.
However, details in a constitution can have downsides, because it may arrest substantive tax reforms. As a result of the specificity of the Constitution, it is now almost inevitable that any serious tax reform at the national level must be accompanied or preceded by a measure of constitutional amendment to accommodate tax reform proposals. Constitutional amendment processes are notoriously slow and riddled with uncertainties. If the amendments are perceived as reorganizing taxation powers in the Constitution, for example, they are going to be resisted particularly if opposing political forces occupy either the federal bodies or the regional governments. The possible transition of Ethiopian income tax system from a schedular to a global tax system is used as an illustration of the gravity of the question, but the same argument can be made for reform of the tax system in so many other directions.
The revenue provisions of the Ethiopian Constitution can also be faulted for disregarding the dictum of fiscal federalists that taxes which are instruments of stabilization and distribution be in the hands of the federal government. The revenue provisions have devolved certain stabilizing or redistributing taxes to the regional governments. There is therefore fear that the federal government may not have enough powers on the tax side to effect desirable economic policies. The realization of this fact may again call for constitutional amendment, which, as pointed out earlier, is not easy to get through.
Finally, a disclaimer is in order. The argument put forward in this article may be misconstrued as an argument for centralizing certain powers or even worse concentrating powers in the hands of the federal government. Nothing of that sort is intended. All that the article calls for is the reorganization of certain tax powers without in any way diminishing the powers of the regions in the federal system of Ethiopia, but by meanwhile conferring adequate revenue powers upon the regions. ■
